Introduction
Interest continues to grow in organic dairying by consumers, producers and processors. Organic dairying has its production challenges but good profits can be earned for producers who manage the organic system well. 
Materials and Methods

Results and Discussion
Eastern Iowa Profit Highlights (11 farms) The biggest highlight from the Iowa data is that "No Grain" systems with their $5 per cwt. equivalent milk price premium have earned profitability respect relative to other organic, grazing and conventional milk production practices. The other issue to denote is the inverse relationship in this data set with profitability and milk production per cow. This is for the most part due to the fact that three "no grain" dairies with only 8,398 pounds of milk production per cow on average made their way into the higher profit group. There was also an inverse relationship with labor productivity as measured by cwts. of milk sold per FTE laborer, for the same reason.
Bottom line was the average dairy earned $23.55 per hour of unpaid labor; had a milk price of $36.80; had a $32.13 cost per cwt. equivalent; and earned a 7.34% return on assets.
SW Wisc. / NW Illinois Profit Highlights (12 farms)
The Higher Profit and Lower Profit groups in this data set had similar feed purchase expenses per cow but the Lower Profit group had operated an extra acre per cow hinting that crop production efficiency (quality and/or quantity) was up to 20% lower due to lower quality land or less intense land resource or crop input management. Milk production per cow was similar between the two groups. The Higher Profit group in this data set stands out in the labor efficiency categories. In comparison to the Lower Profit group, the Higher Profit group had 37 cows per FTE (versus 29); 5,409 cwts. of milk sold per FTE (versus 4,287); and $1,022 labor costs per cow (versus $1,153) .
Bottom line in SW Wisconsin and NW Illinois was that the average dairy farm earned $29.88 per hour of unpaid labor; had a milk price of $34.56; had a $29.29 cost per cwt. equivalent; and earned a 9.67% return on assets.
Pennsylvania and NY Profit Highlights (11 farms)
The Higher Profit and Lower Profit groups in this data set had similar crop acres per cow but the Lower Profit group had $905 higher feed purchases per cow pointing that crop production efficiency (quality and/or quantity) was considerably lower due to lower quality land or less intense land resource or crop input management. The labor efficiency differences were somewhat significant between the Higher Profit and the Lower Profit groups in this data set as well.
It is the suspicion of this author that the combination of feed costs per cwt. equivalent of milk and labor efficiency account for the major profit difference. Bottom line is the High Profit group had almost double the returns per labor hour ($34.93 vs. $17.71 ) and almost triple the returns to assets (16.31% versus 6.44%). On top of that, the Higher Profit farms milk 57.5% more cows (63 vs. 40) leading to the belief there was a substantial economy of scale impact on profits as well.
Ohio Profit Highlights (10 farms)
In many data sets, labor efficiency is a main driver of profits and it plays out in this data set as very significant. The combination of labor efficiency and per cow milk production efficiencies seem to lead the way for driving the higher profits per cow in this data set.
The Higher Profit groups commonly milk in a low cost, efficient milking parlor similar to the TRANS Iowa Low Cost Parlor Design. In comparison to the Lower Profit group, the Higher Profit group had 38 cows per FTE (versus 34); 6,239 cwts of milk sold per FTE (versus 4,029); and $1,190 labor costs per cow (versus $1,249).
In addition, there are some significant economies of scale with the Higher Profit farms milking almost twice the number of cows as the Lower Profit farms (98 vs. 50). Bottom line was the average dairy earned $21.85 per hour of unpaid labor; had a milk price of $36.74; had a $33.42 cost per cwt. equivalent; and earned a 6.7% return on assets.
A Compilation of All the Farms in 2015
Forty-four farms were analyzed in 2015 and deemed good models for organic dairy producers. These 44 producers were analyzed in four ways with data detailed in Table 1: 1) The Average of 41 not selling to "Grass" Market 2) The Average of 20 "Higher Profit" Farms 3) The Average of 21 "Lower Profit" Farms 4) The Average of 3 "Grass Milk® Market" Farms
The Average Organic Farm (41) The organic farms in the study, less the three farms that produced for a Grass Milk® market, averaged 69 cows and 246 productive acres. They received an average milk price of $36.16; had a total production cost of $31.46 for a net income per cwt. equivalent of $4.71. The average organic dairy earned $25.09 per hour of unpaid labor with a return on assets of 8.7%. Average milk production was 14,598 per cow annually, very similar in both the "Higher Profit" and "Lower Profit groups.
The Average of the Higher Profit Farms (20)
The Higher Profit farms milked 78 cows and operated 258 acres on average. They received an average milk price of $36.30 with a total production cost of $29.29 for a net income per cwt. equivalent of $7.01. This group averaged $32.45 per hour of unpaid labor with a return on assets of 11.5%. Though they produced very similar milk yields per cow, they sold 15% more milk per labor unit (FTE) than the Lower Profit group. Net farm income per crop acre was 40% higher for the Higher Profit group with similar purchased feed costs per cow and even less productive crop acres per cow hinting this group had better crop production and/or management (better yields and quality and/or less feed wastage).
The Higher Profit group tended to milk in a TRANS Iowa Low Cost Parlor or very similar type with 8% less labor costs per cow. This author estimates a 15%-20% increase in total labor efficiency on farms with a welldesigned Trans Iowa Low Cost Parlor relative to stall barns and outdated parlors.
A 100% increase simply in milking labor efficiency can often be attained relative to many common milking systems. The Higher Profit farms also benefited by better capital efficiency with 17% less capital invested per cow and 8% less fixed costs per cow.
The Average of 3 Iowa Grass Milk® Market Farms
Even though it may not be the most profitable method to milk cows, a few producers are proving it can be done, and pretty profitably. Three Grass Milk® Market farms receiving a $5 per cwt. milk price premium were analyzed and compared with the other groups. They received an average milk price in 2015 of $41.11 with total production costs of $32.85 for a net income per cwt. equivalent of $8.25. Unpaid labor earnings were $29.40 per hour with returns to assets of 9.02%. All three of these farms made the Higher Profit group in the Iowa organic dairy study and would have also earned that ranking in the study of the 44 farms analyzed nationally.
The average Grass Milk® Market farms milked the same number of cows on 13 fewer acres producing 57% of the milk per cow as the Higher Profit group. They milked 37% more cows per FTE with 69% of the labor costs per cow. Capital cost per cow was 20% less compared to the Higher Profit group and fixed costs were 25% lower. Net farm income per crop acre was 30% lower ($1,110 vs. $782). Milk produced per acre was 36% lower for the Grass Milk® Market farms.
All three Grass Milk® Market farms were located in Iowa with average to good quality soils on lower priced land for the state. These producers milked a pretty even mix of Jerseys, Holsteins and Crossbreds. There were several other "grass milk®" farms that were not feeding any grain and were not getting any special milk price premium for doing so. These farms ranked in the Lower Profit group.
But, around the country, including a small number of producers in this data set, there are organic dairy producers experimenting with lower levels of grain feeding (2-8 pounds per cow per day) with mixed but somewhat promising results. In areas with high grain prices, simple laws of marginal returns would dictate lower levels of grain feeding dependent on the milk price versus grain price relationship. There are also producers experimenting with once-a-day milking with Jerseys and no grain feeding with mixed and questionable results in a system that needs more study. It is a lifestyle decision more than a profit desire.
Summary
Overall, organic dairying can be as profitable as more conventional grazing and confinement systems as even the Lower Profit group shows pretty decent profits in 2015. The following two pages exhibit the detailed data of the organic farms analyzed. Remember, cash expense data does not include interest expense which also impacts cash related ratios and calculations.
The small numbers of farms represented in each of the "states" data sets might not give fair results comparatively both within the state and relative to the other states. Also, this study may or may not be representative of organic dairy farms across the U.S. as these farms were selected as being "good" producers. However, when the Grass Milk® Market farms were separated into their own group, both the Higher Profit and the Lower Profit farms seemed to have somewhat similar production, efficiencies and profit characteristics that it gives confidence that this study represents the "above average" organic producers. It is hoped this study will assist current and aspiring organic dairy producers to benchmark their dairy operations to better plan for future profits. 
Note
